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SUBJECT: GOP TAX CLAIM AGAINST CANAL ZONE BUS SERVICE, INC. 
REEERENCES: ( A) PANAMA A-40; ( B) PANAMA A-84; 

(C) PANAMA 2011 

1 . TRANSMITTED HEREWITH IS SUGGESTED REPLY TO GOP MINISTRY 
FOREIGN RELATIONS NOTE NO. DREU-1 18/1486 REQUESTING IDENTITY 
AND ADDRESS OF LEGAL REPRESENTATIVE OE CANAL ZONE BUS 
SERVICE, INC. 

BEGIN TEXT 
EXCELLENCY: 

I HAVE THE HONOR TO REFER TO NOTE NO. DREU-1 18/1486 OF 
APRIL 6, 1973, FROM HIS EXCELLENCY CARLOS OZORES, ACTING 
MINISTER OF FOREIGN RELATIONS, REQUESTING MY ASSISTANCE IN 
DETERMINING THE IDENTITY AND ADDRESS OE THE LEGAL REPRESENT- 
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ATIVE OF THE CANAL ZONE BUS SERVICE, INC., ( HEREINAETER RE- 
EERRED TO AS THE COMPANY) IN ORDER THAT SUCH REPRESENTATIVE 
MAY RECEIVE NOTICE THAT THE GENERAL OEFICE OF TAX 
REVENUE HAS, IN ITS TAX JUDGMENT NO. 1 OE JANUARY 29, 

1973, ASSESSED INCOME AND DIVIDEND TAXES AGAINST THE 
COMPANY EOR THE YEARS 1964 TO 1971, AND REQUEST N6 YHAY HK 
ADMINISTRATIVE AND JUDICIAL PROCEEDINGS AS MAY ARISE OUT OE 
SAID ASSESSMENT. 

THE COMPANY HAS INFORMED ME THAT ITS LEGAL REPRESENT- 
ATIVE IS MR. JERRY GAYNOR, 2445 CORD DRIVE, LAGUNA BEACH, 
CALIFORNIA. 

THE COMPANY IS INCORPORATED UNDER THE LAWS OE THE STATE 
OE DELAWARE AND OPERATES UNDER ERANCHISE EROM THE GOVERN- 
MENT OE THE CANAL ZONE EOR THE SOLE PURPOSE OE PROVIDING 
NEEDED BUS TRANSPORTATION BETWEEN VARIOUS POINTS WITHIN 
THE CANAL ZONE. I AM INEORMED THAT THE OPERATIONS OE THE 
COMPANY AT NO TIME EXTEND INTO THE TERRITORY UNDER THE 
JURISDICTION OE THE REPUBLIC OP PANAMA, AND CONSEQUENTLY 
NO INCOME HAS BEEN DERIVED PROM OPERATIONS OUTSIDE THE 
CANAL ZONE. I AM ALSO INEORMED BY THE COMPANY THAT, EOR 
THE POREGOING REASONS, IT PLANS TO CONTEST THE TAX JUDG- 
MENT INITIATED BY THE GOVERNMENT OP PANAMA. 

IN LIGHT OP THE PACT THAT THE RENDERING OP A TAX 
JUDGMENT AGAINST THE COMPANY WOULD APPEAR TO CONSTITUTE 
AN ATTEMPT BY THE PISCAL AUTHORITIES OP THE REPUBLIC OF 
PANAMA TO ASSERT PISCAL JURISDICTION WITHIN THE CANAL 
ZONE, MAY I AVAIL MYSELP OP THIS OPPORTUNITY TO RESTATE THE 
LONGSTANDING AND PIRM POSITION OP MY GOVERNMENT THAT, PUR- 
SUANT TO THE PROVISIONS OP THE CONVENTION OP NOVEMBER 18, 
1903, THE REPUBLIC OP PANAMA IS ENTIRELY EXCLUDED PROM THE 
EXERCISE OF FISCAL JURISDICTION WITHIN THE CANAL ZONE. 

IN THIS CONNECTION I RESPECTPULLY CALL YOUR EX- 
CELLENCY' S ATTENTION TO ARTICLE 3 OF THAT CONVENTION FROM 
WHICH I DEEM IT APPROPRIATE TO QUOTE THE POLLOWING: 

ARTICLE 3. THE REPUBLIC OF PANAMA GRANTS TO THE 
UNITED STATES ALL THE RIGHTS, POWER AND AUTHORITY 
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WITHIN THE ZONE... WHICH THE UNITED STATES WOULD 

POSSES AND EXERCISE IP IT WERE THE SOVEREIGN... 

TO THE BEGIN UNDERLINE ENTIRE EXCLUSION END UNDERLINE 
OF THE EXERCISE BY THE REPUBLIC OF PANAMA OF ANY SUCH 
SOVEREIGN RIGHTS, POWER OR AUTHORITY. ( MY EM- 
PHASIS.) 
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IT IS IMPOSSIBLE TO DENY THAT EISCAL JURISDICTION WHICH 
INCLUDES, INTER ALIA, THE POWER TO LAY AND TO COLLECT TAXES 
IS EMCOMPASSED WITHIN THE RANGE OE SOVEREIGN " RIGHTS AND 
AUTHORITY. ' THEREFORE, IT IS CLEAR THAT BY THE TERMS OE 
ARTICLE 3 THE REPUBLIC OP PANAMA MAY NOT EXERCISE OR AT- 
TEMPT TO EXERCISE SUCH JURISDICTION IN THE CANAL ZONE. 



ACCORDINGLY, YOUR EXCELLENCY WILL UNDERSTAND THAT MY 
GOVERNMENT CANNOT RECOGNIZE THE JURISDICTION OP THE GENERAL 
OPFICE OF TAX REVENUES OF THE REPUBLIC OP PANAMA TO EITHER 
RENDER OR ENFORCE TAX JUDGMENT NO. I OF JANUARY 29, 1973, 
AGAINST THE COMPANY. MY GOVERNMENT, THEREPORE, RESPECT- 
FULLY REQUESTS YOUR EXCELLENCY' S COOPERATION IN ARRANGING 
THE DISCONTINUANCE OP ANY FURTHER PROCEEDING AGAINST THE 
COMPANY IN THIS MATTER. 

ACCEPT, ETC. 

END TEXT 

2. DEPARTMENT AGREES WITH EMBASSY ASSESSMENT THAT GOP, BY 
APPOINTING COUNSEL IN ABSENTIA FOR THE COMPANY, MIGHT HOPE 
TO " LEGALIZE" TAX CLAIM FOR LATER USE DURING SALE NE- 
GOTIATIONS. WHILE APPEARANCE OF COMPANY' S LEGAL REPRESENT- 
ATIVE AT PROCEEDINGS PROBABLY WOULD NOT PREVENT SUCH AN 
OUTCOME, DEPARTMENT BELIEVES IT WOULD STRENGTHEN COMPANY' S 
POSITION SOMEWHAT IN THAT AT LEAST COMPANY CAN MAKE RECORD 
IT CONTESTED TAX JUDGMENT ON GROUNDS THAT GOP TAX JURIS- 
DICTION IS NOT RECOGNIZED UNDER 1903 TREATY, POINT WHICH 

NOT LIKELY TO BE MADE BY GOP- APPOINTED COUNSEL. 

3. SUGGESTED LANGUAGE FOR NOTE INFLUENCED BY ABOVE CON- 
SIDERATION. IF IN CONSULTATION WITH COMPANY AND CANAL 
CONFIDENTIAL 

CONFIDENTIAL 

PAGE 04 STATE 120023 

ZONE GOVERNMENT EMBASSY PERCEIVES OBJECTION TO APPEARANCE 
BY COMPANY' S LEGAL REPRESENTATIVE, LAST SENTENCE PARAGRAPH 
TWO OF DRAFT NOTE CAN BE AMENDED TO READ " I HAVE BEEN 
INFORMED BY THE COMPANY THAT, FOR THE FOREGOING REASONS, 

ITS LEGAL REPRESENTATIVE HAS BEEN INSTRUCTED NOT TO APPEAR 
IN THE TAX PROCEEDINGS INITIATED BY THE GOVERNMENT OF 
PANAMA." ROGERS 
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